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PROGRAM FACTS

SNAP is targeted at the most vulnerable.

76% of SNAP households included a child, an elderly person or a disabled person. These
vulnerable households receive 83% of all SNAP benefits.
SNAP eligibility is limited to households with gross income of no more than 130% of the
federal poverty guideline, but the majority of households have income well below the
maximum: 83% of SNAP households have gross income at or below 100% of the poverty
guideline ($19,530 for a family of 3 in 2013), and these households receive about 91% of
all benefits. 61% of SNAP households have gross income at or below 75% of the poverty
guideline ($14,648 for a family of 3 in 2013)."!
The average SNAP household has a gross monthly income of $744; net monthly income
of $338 after the standard deduction and, for certain households, deductions for child
care, medical expenses, and shelter costs; and countable resources of $331, such as a
bank account.!™!

SNAP is responsive to changes in need, providing needed food assistance as families fall
into economic hardship and then transitioning away as their financial situation stabilizes.

SNAP participation historically follows unemployment with a slight lag. SNAP
participation grew during the recession, responding quickly and effectively to increased
need. As the number of unemployed people increased by 94% from 2007 to 2011, SNAP
responded with a 70% increase in participation over the same period. ™

As the economy recovers and people go back to work, SNAP participation and program
costs, too, can be expected to decline. Unemployment has begun to slowly fall, and
SNAP participation growth has flattened out. The Congressional Budget Office projects
SNAP participation to begin declining in 2015, with both unemployment and SNAP
participation returning to near pre-recession levels by 2022.M

SNAP has a strong record of program integrity.

SNAP error rates declined by 57% since FY2000, from 8.91% in FY2000 to a record low
of 3.80% in FY2011.M! The accuracy rate of 96.2% (FY2011) is an all-time program
high and is considerably higher than other major benefit programs for example Medicare
fee-for-service (91.5%) or Medicare Advantage Part C (88.6%). M1

Two-thirds of all SNAP payment errors are a result of caseworker error. Nearly one-fifth
are underpayments, which occur when eligible participants receive less in benefits than
they are eligible to receive.M

The national rate of food stamp trafficking declined from about 3.8 cents per dollar of

benefits redeemed in 1993 to about 1.3 cent per dollar during the years 2009 to 2011.14
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As you may have read in local news, USDA is aggressively fighting trafficking, but while
there are individual cases of program abuse, for every one instance of fraud, there are
hundreds of stories of heartbreaking need.

The need for food assistance is already greater than SNAP can fill.

SNAP benefits don’t last most participants the whole month. 90% of SNAP benefits are
redeemed by the third week of the month, and 58% of food bank clients currently
recei\£ ng SNAP benefits turn to food banks for assistance at least 6 months out of the
year.™

The average] monthly SNAP benefit per person is $133.85, or less than $1.50 per person,
per meal. ™

Only 57% of food insecure individuals are income-eligible for SNAP, and 26% are not
income-eligible for any federal food assistance.!!

PROGRAM MTHYS & REALITIES
Farm Bill

The cuts proposed in the Farm Bill aren’t a cut to benefits.

While proposals such as restricting categorical eligibility and “heat and eat” may not be a
direct cut to benefit levels, it is inaccurate to suggest that they will not impact benefits.
Families who lose benefits because of changes in eligibility rules or enrollment processes
will feel just as much pain in their refrigerators as if they had received a straightforward
cut to their benefit allotment.

The Farm Bill finds savings in SNAP without really hurting needy families.

Given SNAP’s exceptional efficiency, it is simply not possible to achieve significant
savings without directly impacting participants. About 95 percent of federal SNAP
spending goes directly to benefits and the remaining spending covers important services
like employment and training services that help participants move from welfare to work,
nutrition education that empowers individuals to make healthy choices on a limited
budget, and federal oversight and trafficking prevention for the roughly 200,000 retail
stores that accept SNAP benefits. i

The $4.1 billion SNAP “heat and eat” cut contained in the 2013 Senate Farm Bill is
expected to cause about 400,000 low-income households to lose an average $90 per
month in benefits, imposing a significant hardship for families struggling to put food on
the table.2X™ The steeper, $20.5 billion in cuts in the 2013 House bill would only hurt
more families more deeply. 850,000 households would see their benefits cut by an
average $90 per month. The cut to categorical eligibility would cause 2 million low-
income individuals to lose their SNAP benefits completely, and 210,000 low-income
children would be cut from free school meals because their enrollment is tied to their
family’s SNAP participation. bl
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Proposed cuts will close loopholes that allow people who don’t need assistance into the
program.

The perception that a sizeable portion of SNAP participants do not really need benefits is
flatly wrong. SNAP very effectively targets nutrition assistance at the poorest
households, those with gross income of up to 130 percent of poverty and up to $2000 in
assets. While some states have exercised a state option to align SNAP eligibility rules
with other programs, enabling them to serve households over the federal income and
asset limit, the vast majority of households fall well below the maximum. Eighty-three
percent of SNAP households have gross income at or below 100 percent of the poverty
line and these households receive about 91 percent of all benefits.™] The average SNAP
household has only $333 in assets. X1

States are implementing SNAP in a way that Congress did not intend and Farm Bill
proposals correct that.

Congress has provided several options to allow states to implement SNAP in the way that
best meets their individual needs, including options to streamline and coordinate the
administration of multiple programs serving the same families. Restricting categorical
eligibility would require caseworkers to recertify the eligibility of applicants whose
income and assets have already been verified by their enroliment in another program,
creating unnecessary duplication and inefficiency. By restricting “heat and eat,” states
will lose administrative flexibility to aid individuals in need of assistance.

Restricting categorical eligibility and “heat and eat” options will increase the
administrative burden on states without strengthening program integrity. Curtailing state
flexibility and increasing administrative waste at a time when state and local budgets
have already forced cutbacks will make it harder for states to effectively and efficiently
administer the program.

Heat and Eat

The “heat and eat” policy is a loophole.

The LIHEAP-SNAP relationship is a valid programmatic coordination. The “heat
and eat” option allows states to streamline and coordinate the administration of multiple
programs serving the same low-income families. By restricting “heat and eat,” states will
lose administrative flexibility to aid individuals in need of assistance. At the same time, it
will increase the administrative burden on states without strengthening program integrity.
Families who struggle to put food on the table often make choices between buying
enough food and paying for utilities

According to a survey conducted by the National Energy Assistance Director’s
Association, nearly one-third of families receiving LIHEAP assistance reported that they
went without food during the last five years as a result of high home energy costs.*
Similarly, many client households served by Feeding America food banks report that
their household incomes are inadequate to cover their basic household expenses. In fact,
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46% of client households served reported having to choose between paying for utilities or
heating fuel and food.™

The “Heat and Eat” cut will disproportionally impact households with elderly and
disabled individuals concentrated in 16 states.

Elderly and disabled households are more likely to make use of the heat and eat policy
when enrolling SNAP and will thus be disproportionately impacted. Furthermore, the full
impact of the cut will be borne only by the 16 states currently using the policy option:
CA, CT, DE, DC, ME, MA, MI, NH, NJ, NY, OR, PA, RI, VT, WA, and WI. While
these 16 states distribute about 36.5% of all SNAP benefits nationwide, they will bear
100% of the cuts.>

Categorical Eligibility

Categorical eligibility allows many people to automatically enroll in SNAP who wouldn’t
otherwise qualify for the program.

Categorical eligibility does not allow households to enroll automatically; they must still
apply through the regular SNAP application process, which has rigorous procedures for
documenting applicants’ income, citizenship, work status, and other circumstances.
Categorical eligibility allows states the option of aligning SNAP eligibility rules for gross
income and asset limits with TANF to reduce administrative costs and simplify the
eligibility determination process. While three-fourths of SNAP households were
categorically eligible, almost all would also have been eligible for SNAP under standard
rules.l

While a small number of households would not have met gross income and asset
eligibility rules without categorical eligibility, SNAP families are still among the poorest
households:

The average SNAP household has a gross monthly income of $744 and net monthly
income of $338.X!

SNAP rules limit eligibility to households with gross income under 130% of poverty and
net income at or below 100% of poverty. While categorical eligibility allows states to set
a higher gross income limit, only 1.5% of SNAP households in 2010 had monthly net
income above 150% of the poverty line, so the policy has not made SNAP available to
large numbers of households with incomes above the federal gross income limit of 130%
of poverty il

SNARP rules limit eligibility to households with assets of no more than $2000 ($3250 for
households with a senior or disabled member). The average SNAP household still has
assets of only $331.2 Additionally, the SNAP asset limit of $2,000 has not been
adjusted for inflation in 25 years and has fallen by 48% in real terms since 1986.2*

Categorical eligibility has dramatically increased program participation.

The dramatic increase in SNAP participation and costs is a result of the recession, not
categorical eligibility. Our nation has seen the highest unemployment rates in nearly 30
years.
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SNAP participation historically follows unemployment with a slight lag. SNAP
participation grew during the recession, responding quickly and effectively to increased
need. As the number of unemployed people increased by 94% from 2007 to 2011, SNAP
responded with a 70% increase in participation over the same period. 21!

As the economy recovers and people go back to work, SNAP participation and program
costs, too, can be expected to decline. Unemployment has begun to slowly fall, and
SNAP participation growth has flattened out. The Congressional Budget Office projects
SNAP participation to begin declining in 2015, with both urﬂﬁ)loyment and SNAP
participation returning to near pre-recession levels by 2022, %"

Eliminating categorical eligibility would significantly reduce costs.

Eliminating categorical eligibility would achieve savings by causing about 2 million low-
income people currently enrolled in SNAP to lose their benefits and 210,000 children to
lose free school meals.”™ " Many more families newly applying for assistance would
have their benefit issuance delayed because of the increased complexity of applying and
additional processing time required. This human cost is too high a price to pay with so
many families struggling to get by in this economy.

In addition to the loss of needed food assistance for struggling families, this savings
would come at the expense of increased administrative costs. Eliminating the streamlined
application process that categorical eligibility allows would require states to allocate staff
time to duplicate enrollment procedures and incur the cost of modifying their computer
systems, reprinting applications and manuals, and retraining staff.

Program Growth

Generous eligibility rules and program fraud and abuse have caused participation in SNAP
to balloon, sharply driving up the cost of the program when the nation can least afford it.

The dramatic increase in SNAP participation and costs is a result of the recession, not
categorical eligibility. Our nation has seen the highest unemployment rates in nearly 30
years.

SNAP participation historically follows unemployment with a slight lag. SNAP
participation grew during the recession, responding quickly and effectively to increased
need. As the number of unemployed people increased by 94% from 2007 to 2011, SNAP
responded with a 70% increase in participation over the same period. 2

As the economy recovers and people go back to work, SNAP participation and program
costs, too, can be expected to decline. Unemployment has begun to slowly fall, and
SNAP participation growth has flattened out. The Congressional Budget Office projects
SNAP participation to begin declining in 2015, with both unemployment and SNAP
participation returning to near pre-recession levels by 2022,

Administrative Spending

We could achieve significant savings by cutting administrative expenses alone without
doing harm to SNAP participants.
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SNAP administrative expenses are small. Federal administrative expenditures for
SNAP equal less than 4.5% of overall federal SNAP costs. About 95% of that is the
federal share of state administrative costs for operating the program. 21 SNAP
caseloads have risen by more than 75% since FY2007 due to historic unemployment, but
federal spending on state administrative costs has only risen by 17% over the same
period. il

SNAP administrative expenses are essential. Administrative expenditures cannot be cut
significantly without compromising program integrity. Administrative expenditures in
SNAP are used for essential functions like verifying eligibility, preventing benefit
trafficking, administering work requirements, and related functions.

Much of the administrative savings that is being discussed isn’t what you or I would
consider program administration. For example, it includes spending on employment
and training services that help SNAP participants move from welfare to work and federal
oversight of the roughly 200,000 retail stores that accept SNAP benefits. Overstating the
level of administrative spending really amounts to a call for cuts to SNAP benefits,
eligibility, and essential services.

Work Requirements

SNAP doesn’t do enough to encourage participants to get a job, and the program needs
stronger work requirements.

SNAP already has strict time-limits for unemployed workers. Able-bodied adults without
dependents (ABAWDs) may only receive 3 months of SNAP benefits during any 3 year
period, unless they are working in a qualifying job training program.

The SNAP benefit formula is structured to provide a strong work incentive — for every
additional dollar a SNAP participant earns, their benefits decline by about 24 to 36 cents,
not a full dollar, so participants have a strong incentive to find work, work longer hours,
or seek better-paying employment. 2l

Citizenship Requirements

We need tougher enforcements on illegal immigrants using SNAP.

Undocumented immigrants are ineligible for SNAP. Additionally, there is already a strict
waiting period for documented immigrants. Documented adult immigrants (those with a
greencard) are subject to a five-year waiting period before they are eligible for SNAP.
Noncitizens make up a very small portion of SNAP participants — only 4% of participants
are noncitizens (documented immigrants or refugees).”*"

Performance Bonuses

Eliminating SNAP performance bonuses would cut unnecessary spending.

$48 million is a small investment to incentivize superior performance in a multi-
billion program.
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The modest $48 million annual investment in SNAP performance bonuses has helped
improve states’ performance, maximizing the federal investment in SNAP and ensuring
that benefits are distributed in the correct amount and reach those who need them. The
bonuses have incentivized states to improve performance, share best practices, and work
to improve SNAP in way that was rare prior to 2002.

Operating an accurate, efficient program that effectively reaches people in need is
critical to program integrity, and performance bonuses have successfully improved
program performance:

The implementation of performance bonuses in the 2002 Farm Bill, alongside the
transition from paper coupons to electronic benefit cards and other policy improvements,
helped contribute to remarkable improvements in payment accuracy. Payment error rates
are a measurement that combines over- and underpayments. Nationally, SNAP payment
error rates decreased from 8.26 percent in FY2002, before the bonuses were in place, to
3.80 percent in FY2011, an all-time low.24 This improvement in payment accuracy
represents an overall reduction in payment errors of 54 percent.

Performance bonuses encourage states to focus on breaking down participation barriers
and enroll eligible individuals. The implementation of participation rate bonuses in the
2002 Farm Bill, alongside program outreach and other policy improvements, helped
improve the ability of SNAP to reach eligible participants. Nationally, SNAP
participation rates increased from 54 percent in FY2002 to 75 percent in FY2010, a 39
percent improvement. 21

States often use performance bonuses to reinvest in their SNAP program, further
strengthening the program.

States have use funds to finance their on-line applications, case worker tools that improve
efficiencies and program integrity, improved data matching with respect to earnings, and
job training programs.

Deficit Reduction

It’s only fair to spread budget cuts across programs. Everyone has to contribute their share
to deficit reduction.

Our nation’s budget is a moral document, and the decisions Congress is making will
have a real impact on real people. It’s easy to lose sight of that in Washington, but food
banks and other charities on the ground know this is about more than numbers on a
balance sheet. This is about real people — neighbors, constituents — who are struggling
just to put food on the table.

Washington has a long history of a bipartisan commitment to protecting the safety
net and low-income people in past deficit reduction agreements. The three major
deficit-reduction packages of the last two decades — the 1990, 1993, and 1997 packages
— all adhered to this principle. This principle was upheld in the bipartisan Bowles-
Simpson Deficit Commission.

Low-income families have already given more than they can bear to our nation’s
economic policies. Low-income communities have suffered higher foreclosure

rates, ™1 and low-income families have experienced unemployment at a far higher
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rate. 2 |_ow-income families have also seen their incomes decline as our nation has
experienced a growing wealth gap between rich and poor. 2

Cuts to nutrition assistance programs are not only immoral, they are short-sighted.
The impact of our nation’s hunger problem is estimated at over $167 billion per year.[X—Il
By improving access to food, federal nutrition programs protect families from hunger and
improve their health and educational outcomes, making these programs a critical
investment in people and communities for both the short and long-term.
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Setting the Record Straight on SNAP, Part 6: Eric Cantor Is Misrepresenting
the House SNAP Cuts

Center on Budget and Policy Priorities

September 16, 2013

http://www.offthechartsblog.org/tag/Record-Straight-SNAP-series/

In announcing that the House will vote this week on legislation to cut SNAP (formerly known as
food stamps) by $40 billion over ten years, House Majority Leader Eric Cantor said the
following:

“No law-abiding beneficiary who meets the income and asset tests of the current program and is
willing to comply with applicable work requirements will lose their benefits under the bill.”

Two plus two isn’t five and the earth isn’t flat. Rep. Cantor’s statement is no more accurate than
those claims.

Here are the facts.

In 1996, two conservative House Republicans offered an amendment to the welfare bill to limit
food stamps to adults aged 18-50 who aren’t raising minor children to three months while
unemployed out of every three years. If such individuals were not employed at least 20 hours a
week or participating in a workfare or job training program at least 20 hours a week, their
benefits would end after three months. The amendment passed and became law.

Most states and local workforce boards don’t run large-scale workfare or training programs for
these individuals, and for most of these people, no places are made available in such
programs. If they can’t find a job, their food stamps are cut off.

The measure’s sponsors defended the provision in 1996 against charges that it was draconian,
partly by stressing that it explicitly authorized governors to seek temporary waivers from the
three-month cut-off for areas that had high unemployment or otherwise lacked sufficient

jobs. Since 1996, governors of both parties have requested and received such waivers, especially
during the recent years of high unemployment.

The bill that Majority Leader Cantor is bringing to the House this week cuts $20 billion in SNAP
benefits by eliminating this waiver authority. No matter how high the unemployment rate in a
locality or a state, the three-month cut-off would apply.

That means that people who pound the pavement looking for work but can’t find a job in an area
with unemployment at 8, 10, even 25 percent would be summarily thrown off SNAP after three
months. The average income of those who would be affected is 22 percent of the poverty line
(about $2,500 a year for an individual), according to Agriculture Department data. These are
some of the poorest people in America.

So, Cantor’s statement — “No law-abiding beneficiary who ... is willing to comply with
applicable work requirements will lose benefits” — is deeply deceptive. Many very poor people
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who are looking hard for work and willing to take any job they can find, but can’t land a job in
three months, would see their food assistance ripped away. No one would know that from
Cantor’s soothing statement.



Reforming the Food Stamp Program

The Heritage Foundation

July 25, 2012
http://www.heritage.org/research/reports/2012/07/reforming-the-food-stamp-program

The farm bill is due for reauthorization, including the food stamp program, also known as the
Supplemental Nutrition Assistance Program (SNAP). The food stamp program is very large and
growing rapidly. President Barack Obama plans to spend nearly $800 billion on food stamps
over the next decade.[1] Yet as large as it is, this program is only part of a much larger system of
means-tested government assistance: 79 programs that provide cash, food, housing, medical care,
and social services to poor and low-income Americans. President Obama’s fiscal year (FY) 2013
budget calls for $12.7 trillion in means-tested aid over the next 10 years.[2]

Means-tested welfare is the fastest growing component of government. Total federal and state
means-tested spending—which excludes Social Security, Medicare, and Unemployment
Insurance—rose from $431 billon in 2000 to $927 billion in 2011. According to President
Obama’s spending plans, annual means-tested spending will rise to $1.2 trillion within four years
and $1.5 trillion per year by 2022.[3]

The food stamp program is the second most expensive means-tested aid program. Food stamp
spending has grown rapidly in recent years, from $19.8 billion in 2000 to $84.6 billion in 2011.
Part of that growth is due to the recession, but under Obama’s proposed budget, food stamp
spending will not return to pre-recession levels when the economy recovers. Instead, it will
remain well above historic norms for the foreseeable future.

The food stamp program is old and fossilized. Aside from enormous increases in cost, it has
remained basically unchanged since its creation in the 1960s. Unaffected by welfare reform in
the 1990s, it remains a program that discourages work, rewards idleness, and promotes long-term
dependence.

The national debt has now topped $16 trillion and will continue to grow rapidly for the
foreseeable future. To preserve the economy, government spending, including welfare spending,
must be put on a more prudent course. When the current recession ends, food stamp spending
should be returned to pre-recession levels. In addition, Congress should transform the program
from one that rewards dependence into one that encourages work and self-sufficiency.

To accomplish, this Congress should:

1. Return food stamp spending to pre-recession levels and cap future spending. The
food stamp program is an open-ended entitlement. State governments receive automatic
increases in food stamp funding when they increase the number of recipients on the food
stamp rolls. This practice encourages high levels of spending and unnecessary
dependence on government aid. In the future, the uncapped entitlement nature of
spending on food stamps should be ended. When the current recession ends, Congress
should return aggregate spending to pre-recession levels. In subsequent years, the
maximum allocation to states should grow no faster than inflation and population growth,
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although temporary increases above that maximum could be permitted in periods of high
unemployment.

2. Transfer control over food stamps from the Department of Agriculture (USDA) to
the Department of Health and Human Services (HHS) . The food stamp program is a
means-tested welfare or anti-poverty program, not an agricultural program. The USDA’s
expertise is in farming, not welfare; the department has shown that it is unsuited to run
the second largest means-tested aid program in the nation. Authority over food stamps
should therefore be transferred from the USDA to HHS.

3. Eliminate application loopholes that permit food stamp recipients to bypass income
and asset tests. These loopholes artificially inflate caseloads and costs.

4. Reduce fraud. Unlawful benefit overpayments should be reduced by acquiring more
timely and accurate information about recipient earnings.

5. Prohibit food stamp payments to illegal immigrant families. lllegal immigrants who
have children born in the United States routinely receive food stamps. This policy should
be changed and brought in line with existing policy on the earned income tax credit
(EITC). In order to receive the EITC, parents must provide a valid Social Security
number demonstrating they are residing in the U.S. lawfully and are authorized to work.
The same policy should be applied in food stamps.

6. Convert food stamps into a work activation program. Able-bodied food stamp
recipients should be required to work, prepare for work, or at least look for a job as a
condition of receiving aid. These work activation requirements should be phased in
gradually as the current economic recession ends. Similar requirements in the Aid to
Families with Dependent Children (AFDC) program in the 1990s led to dramatic drops in
welfare caseloads, surges in employment, and a large-scale drop in child poverty among
groups that were most dependent on the program.

7. Require drug testing of food stamp recipients. As the federal government faces future
bankruptcy, scarce taxpayer funds should not be used to provide welfare to individuals
who abuse illicit drugs. In the food stamp program, taxpayers should not be required to
pay for free food for individuals who waste their own money on illegal drugs. Food
stamp applicants and recipients should be tested for illegal drug use, and benefits should
be terminated for those using drugs. Drug testing would reduce wasteful government
spending. It would also reduce drug use among food stamp recipients, thereby increasing
their future employability.

These reforms are generally modeled on the 1990s welfare reform, which replaced the AFDC
program with the Temporary Assistance to Needy Families (TANF) program. That reform
slowed the growth of welfare spending and increased employment while reducing both
dependence and child poverty. It enjoyed widespread public support.

Understanding the Means-Tested Welfare System
The food stamp program is very large and growing rapidly, but it is only part of a much larger

system of government means-tested assistance. For example, SNAP is only one of 12 federal
programs that provide food aid to the poor.



Most people who receive food stamps also participate in other government aid programs. It is
therefore misleading to examine food stamps in isolation. Such an approach inevitably
underestimates the level and cost of assistance provided to the poor. Food stamps should be
analyzed holistically as one component of a much larger means-tested welfare system of 79
federal programs providing cash, food, housing, medical care, social services, training, and
targeted education aid to poor and low-income Americans.

Means-tested welfare programs differ from general government programs in two ways. First,
they provide aid exclusively to persons (or communities) with low incomes. Second, individuals
do not need to earn eligibility for benefits through prior fiscal contributions. Means-tested
welfare therefore does not include Social Security, Medicare, Unemployment Insurance, or
Worker’s Compensation.

In FY 2011, the federal government spent $717 billion on means-tested welfare. State
contributions to federal programs added another $201 billion, and independent state programs
contributed around $9 billion. Total spending from all sources reached $927 billion.[4]

Means-tested spending amounts to $9,040 for each lower-income American (i.e., persons in the
lowest third of the population by income). If converted to cash, this spending is more than
sufficient to bring the income of every lower-income American to 200 percent of the federal
poverty level (roughly $44,000 per year for a family of four).[5]

In the two decades before the current recession, means-tested welfare was the fastest growing
component of government spending. It grew more rapidly than Social Security and Medicare,
and its rate of increase dwarfed the growth of public education and national defense. While
means-tested medical benefits have been the fastest growing part of the welfare system, most
other forms of welfare aid also have grown rapidly.

According to the President’s FY 2013 budget, means-tested welfare will continue to grow
rapidly for the next decade instead of declining as the recession ends. The President’s budget
would permanently increase annual means-tested spending from 4.5 percent to 6 percent of gross
domestic product. Combined annual federal and state spending would reach $1.56 trillion in
2022. Overall, President Obama plans to spend $12.7 trillion on means-tested welfare over the
next decade.

The President’s budget calls for ruinous and unsustainable budget deficits. These deficits are in
part the result of dramatic, permanent increases in means-tested welfare. An important step in
reducing future unsustainable federal deficits would be to return total welfare spending to pre-
recession levels.

To accomplish this, Congress should cap future aggregate welfare spending. When the current
recession ends, or by 2013 at the latest, total federal means-tested welfare spending should be
returned to pre-recession levels, adjusted for inflation. In subsequent years, aggregate federal
welfare spending should grow no faster than inflation. This type of spending cap would save the
taxpayers $2.7 trillion during its first decade.
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An aggregate welfare spending cap of this sort is contained in the Welfare Reform Act of 2011
(H.R. 1167), introduced by Representative Jim Jordan (R—OH), and a companion bill (S. 1904),
introduced by Senator Jim DeMint (R-SC).

1. Capping Future Food Stamp Spending

Just as it is critical to restrain the rapid growth of overall means-tested spending, it is also
important to limit excessive spending in the food stamp program individually. The federal
government pays the full cost of food stamp benefits and splits administrative costs with state
governments that administer the program. In FY 2011, federal spending was $77.6 billion, and
state costs were approximately $6.9 billion.

As noted, the food stamp program is growing rapidly. Before the current recession, combined
federal and state spending nearly doubled, rising from $19.8 billion in 2000 to $37.9 billion in
2007. Since taking office, the Obama Administration has more than doubled spending on food
stamps again: Spending rose from $39 billion in 2008 to a projected $85 billion in 2012. (See
Chart 1.) Even after adjusting for inflation and population growth, food stamp spending is now
nearly twice the level in any previous recession.

The current recession has obviously caused part of the overall spending increase, but the
USDA’s Food and Nutrition Service has also liberalized eligibility standards and operated
aggressive outreach programs for more than a decade with the goal of maximizing the number of
food stamp recipients. These efforts, combined with the recession, have swollen the food stamp
caseload to well above normal historical levels.

Moreover, President Obama’s FY 2013 budget shows that the President does not intend food
stamp spending to return to pre-recessionary levels. Instead, outlays will remain at historically
high levels for the foreseeable future. For most of the next decade, food stamp spending, adjusted
for inflation and population growth, would remain at nearly twice the levels seen during the non-
recessionary periods under President Bill Clinton.

This long-term increase in food stamp spending is not sustainable. In keeping with the general
aim of controlling the overall rapid growth of means-tested welfare, Congress should reduce the
abnormally high levels of future food stamp spending by taking the following steps.

1. After the current recession, Congress should return total federal spending on food stamps
to pre-recession levels adjusted for population growth and inflation.[6]

2. Insubsequent years, food stamp spending should grow no faster than the rate of inflation
combined with population growth.

3. During periods of very high unemployment, spending may temporarily exceed this limit.

4. Congress should provide each state with an annual food stamp allocation based on its pre-
recession spending level adjusted for inflation and population growth.

To implement this cap, the entitlement nature of food stamp spending should be eliminated.[7]
Automatic open-ended increases in spending should be curtailed, and states should be given
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greater flexibility to determine program eligibility. A food stamp spending cap of the sort
described above would save the federal government roughly $150 billion over the next decade.

Overall, the government should make an effort to return food stamp caseloads to normal, pre-
recession levels or to the even lower levels experienced during the Clinton presidency. The
additional reforms described below would contribute to that process.

2. Transfer food stamps from the USDA to HHS.

The purpose of the U.S. Department of Agriculture is to assist farming. The USDA’s expertise is
in agriculture, not welfare. But the food stamp program and similar means-tested assistance
programs such as the Women, Infants, and Children (WIC) food program and school lunch and
breakfast programs are now two-thirds of the USDA budget. The USDA has become primarily a
welfare agency with some farm programs tacked on the side. It is ill suited for this task.

Historically, the USDA has viewed food stamps and other means-tested food aid programs as a
mechanism to expand farmers’ income by promoting increased food purchases.[8] This is an
inefficient policy to provide income to farmers; for each $1.00 government spends on food
stamps, farmers receive about three cents in added income.[9] It is also a poor foundation on
which to build welfare and anti-poverty strategies. Given its background, it should be no surprise
that the food stamp program grows rapidly and is highly resistant to the main ideas of welfare
reform.

Food stamps should be reformed along the lines of other modern welfare programs like TANF,
not continued as a farmers’ aid program. Its aim should be to provide support to low-income
households while encouraging work and self-sufficiency. To accomplish this, authority over food
stamps and related USDA means-tested aid programs should by transferred from the USDA to
HHS. Reauthorization of the food stamp program should be accomplished as stand-alone
legislation; it should not be part of the largely unrelated farm bill.

3. Close expensive loopholes in food stamp enroliments.

The food stamp rolls have skyrocketed, in part because the Obama Administration has promoted
admission procedures that enable applicants to bypass ordinary income and asset tests for
eligibility. One such policy is known as “broad-based categorical eligibility.” Within the welfare
system, a single family may often be eligible for several welfare programs. As a way to avoid
duplicative administrative costs, receipt of aid from one program may give categorical eligibility
for another.

Historically, categorical eligibility was intended to simplify program administration and did not
greatly expand food stamp eligibility; however, in 2000, the Clinton Administration quietly
issued regulations concerning the relationship of food stamps to the TANF program, creating a
radical new food stamp admission procedure termed “broad-based categorical eligibility.” This
procedure dramatically altered the rules of food stamp eligibility.[10]
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Traditionally, categorical eligibility in food stamps pertained only to individuals receiving cash
assistance from selected other programs; in most cases, eligibility for these other programs was
narrowly defined by the federal government. The 2000 regulation gave states the option to
provide broad-based categorical eligibility for food stamps to any person or household that
received cash aid or any other service funded by TANF.[11]

This was a major change because, under the TANF program, states are given broad discretion in
determining who will receive TANF cash aid.[12] In addition, most people in a state are
potentially eligible for TANF non-cash services. Since virtually anyone can be eligible for a
TANF non-cash service irrespective of income or assets, this rule gave states the option to
substantially broaden their food stamp eligibility standards, weakening the income limits and
waiving the asset limits entirely.[13] States could make this change without incurring added
fiscal costs on themselves.

Historically, the food stamp program was limited to persons with both low incomes and limited
liquid assets. Individuals with more than $2,000 in liquid assets could not receive assistance;
households were expected to use their own assets to support themselves before turning to
taxpayer-funded welfare.[14] After 2000, an increasing number of states chose to use the new
broad-based categorical eligibility loophole to eliminate asset limits for food stamp recipients
and greatly expand their food stamp caseloads.

The Obama Administration has actively promoted use of the broad-based “categorical
eligibility” loophole by states. According to the Congressional Research Service:

The USDA’s Food and Nutrition Service has taken an official stance encouraging states to use
so-called “categorical eligibility” authority to expand eligibility to significant numbers of
households by (1) increasing or completely lifting limits on assets that eligible households may
have and (2) raising dollar limits on households’ gross monthly income.[15]

By 2012, 43 states used receipt of a nominal “service” from TANF to establish broad-based
categorical eligibility for food stamps.[16] In these states, the food stamp application process
works as follows: An individual applying for food stamps is automatically handed a brochure
printed with TANF funds. The Congressional Research Service describes the process as follows:

Typically, households are made categorically eligible [for SNAP benefits] through receiving or
being authorized to receive a minimal TANF- or MOE-funded benefit or service, such as being
given a brochure or being referred to a social services “800” telephone number.[17]

Having received such a free brochure or referral, the individual is deemed to be a recipient of
TANF services and “categorically eligible” for food stamps; the normal asset limits for food
stamp eligibility are thereby waived.[18] Half of all food stamp recipients now enroll in the
program through this procedure.[19]

In states using this loophole, a middle-class family with one earner who becomes unemployed
for one or two months can receive $668 per month in food stamps even if the family has $20,000
in cash sitting in the bank. Because of this, food stamps has been transformed from a program for
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the truly needy to a routine bonus payment stacked on top of conventional unemployment
benefits.

Categorical eligibility is an imprudent policy that automatically adds persons to the food stamp
rolls without determining whether they are economically needy. An analysis conducted for the
USDA by Mathematica Policy Research estimated that eliminating the asset limits in the food
stamp program would expand program caseload and costs by 22 percent in good economic
times.[20] In periods of very high unemployment, this number presumably would be quite a bit
higher. Future food stamp expenditures could be substantially reduced if Congress eliminated
categorical eligibility, restored normal asset limits on eligibility, and reestablished the gross
income eligibility standard at 130 percent of the federal poverty level.

Another widely used loophole exploited by big-spending state governments is “Heat and Eat.”
Food stamp benefit levels are based on “countable” income. The lower the countable income of
an individual, the higher that person’s benefits will be. If a person or family pays for utility costs
separately from rent, they can deduct both the utility cost and the rent from their countable
income, thereby increasing the amount of food stamp benefits they receive.

The Heat and Eat loophole assigns a fictitious separate utility cost to food stamp recipients in
order to increase their benefits. Under this loophole, current law allows states to average out their
utility costs and use a Standard Utility Allowance (SUA) when determining food stamp
eligibility. The law provides a higher SUA for individuals who pay for heat and air conditioning
separately from their rent. However, a loophole in the law permits states to assign the higher
SUA to anyone who receives aid from the Low Income Energy Assistance Program (LIHEAP)
even if heating and air conditioning are already included in the individual’s rent or shelter
deduction.[21] This allows the state welfare agency to falsely hike deductions for purposes of
calculating countable income and thereby artificially boost the benefit levels.

Moreover, the law allows states to grant the higher SUA to food stamp applicants who receive
only a tiny amount of LIHEAP aid. Consequently, states have begun issuing food stamps to
applicants receiving LIHEAP benefits as low as $1 in order to boost their food stamp benefits.
Because the federal government pays for the cost of both food stamps and LIHEAP, a state
government loses no money from this sleight of hand and pulls in more food stamp spending.
According to House estimates, closing this loophole would save taxpayers $14.3 billion over the
next 10 years.[22]

4. Reduce fraud.

A recipient’s food stamp benefits decrease as monthly earnings increase. However, recipients
can unlawfully receive excess benefits by failing to report new jobs or increased earnings to the
food stamp office.

To reduce this type of fraud, state bureaucracies should be required, in a timely and consistent
manner, to cross-check the National Directory of New Hires against their food stamp rolls to
detect evidence of new employment. Recipients who have obtained employment but have failed
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to inform the food stamp office should have their benefits suspended. In addition, able-bodied
adults receiving food stamps should be required to recertify for assistance every three months.

5. Prohibit food stamp payments to illegal immigrant families.

If an illegal immigrant gives birth to a child inside the United States, that child by law is an
American citizen. As a result, the child automatically becomes eligible for food stamps and many
other means-tested programs. There are roughly 4 million native-born children of illegal
immigrants residing in the U.S.

Illegal immigrant parents routinely apply for welfare assistance for their children born in the U.S.
The welfare office will clearly recognize that the immigrant is illegal and in violation of U.S. law
but will take no action against the illegal immigrant. When the food stamp office provides aid for
such a child, it gives the aid directly to the illegal immigrant parent in the form of an electronic
benefit transfer (EBT) card. Although the benefits on the card are ostensibly limited to the U.S.-
born child, these cards are used to purchase food for the illegal immigrant household, not just for
the U.S.-born child.

This policy should be changed and brought in line with existing policy on the earned income tax
credit. The EITC is a refundable, means-tested benefit for low-income families with children. In
order to receive the EITC, parents must provide a valid Social Security number demonstrating
that they are residing in the U.S. lawfully and are authorized to work. The same policy should be
applied in food stamps: In the future, food stamps should be given only to children who reside
with a parent, guardian, or foster parent who has demonstrated lawful U.S. residence.

6. Convert food stamps into a work activation program.

Food stamps is a fossilized program that, except for greatly increased costs, has changed little
since its inception in the early years of the War on Poverty. For example, the program was
largely unaffected by the welfare reform legislation of 1996, which replaced Aid to Families
with Dependent Children with Temporary Assistance for Needy Families, even though TANF
and food stamp caseloads overlap to a great degree.

Untouched by reform, it is an old-style entitlement program offering billions in unconditional
aid. Recipients are entitled to one-way handouts and are rarely required to engage in constructive
behavior as a condition for receiving that aid. Like the failed AFDC program, which it closely
resembles, food stamps discourages work and rewards dependence.

There is a common misperception that the food stamp program is a program of temporary, short-
term assistance. In reality, at any given moment, the majority of recipients are or will become
long-term dependents. Historically, half of food stamp aid to families with children has gone to
families that have received aid for 8.5 years or more.

Following the welfare reform model, food stamps should be transformed from an open-ended
entitlement program that gives one-way handouts into a work activation program. Non-elderly,



able-bodied adults who receive benefits should be required to work, prepare for work, or at least
look for work as a condition of receiving aid.

Many food stamp households contain adults who are capable of working but work little or not at
all. In the average month in 2010, 18.8 million households—roughly one household in five in the
U.S.—received food stamp benefits.[24] Of this total, approximately 10.5 million households
contained at least one able-bodied, non-elderly adult. This included around 7 million families
with children and 3.5 million non-elderly, able-bodied adults without dependents (ABAWDS).

Among the 10.5 million food stamp households with able-bodied, non-elderly adults, 5.5 million
performed zero work during the month.[25] Another 1.5 million to 2 million households had
employment but appeared to work less than 30 hours per week. Altogether, each month, some 7
million to 7.5 million work-capable households received food stamps while performing no work
or working less than 30 hours per week. These low levels of work are not simply the product of
the current recession: They are typical of food stamp recipients even in good economic times.

A work activation program would seek to increase employment among able-bodied, nonworking
food stamp households that do not work and to increase the hours of work among those who are
employed part-time. Work activation should be phased in incrementally in the food stamp
program when the current recession has ended. Typically, a work activation program will cause
both the existing caseload and the number of new enrollments to drop rapidly.

A work activation program can operate at a fairly low cost. For example, a rigorous, closely
supervised 16-week job search program would cost about $250 per recipient.[26] In one year, 10
million work-capable food stamp recipients could be circulated through this type of program at
an annual cost of around $2.5 billion. This would cover all current work-eligible recipients who
are nonworking or underemployed as well as many new work-capable enrollees.

Experience with welfare reform and the TANF program in the mid-1990s demonstrates that
work activation can dramatically reduce welfare caseloads. In the four decades before welfare
reform, TANF (formerly Aid to Families with Dependent Children) never experienced a
significant decline in caseload. In the four years after welfare reform, the caseload dropped by
nearly half.

Work activation could be designed to provide an incentive for states to reduce future
dependence. If a state government operated its work activation program in a particularly
effective way and reduced its food stamp caseloads below the pre-recession level, it might be
allowed to retain a portion of the savings.

Use TANF funds to pay for implementation of a work requirement.

As noted, a work activation program will have administrative costs, but most states run their
food stamp programs in tandem with their TANF programs, which already have a work
requirement. Thus, the burden on states of implementing a work requirement for the food stamp
population would not be as great as starting a separate work requirement from scratch.
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Nonetheless, operating the work activation program will require additional funding. An
appropriate funding source for a food stamp work activation program is the TANF program.
Federal TANF funding is currently $16.5 billion per year, but only 40 percent of this funding is
actually used to pay benefits. The other portion goes to a wide variety of other activities in state
budgets.

Current TANF spending could be reduced by $2.0 billion per year, and these savings could be
reallocated to fund a food stamp work activation program.[27] Reducing TANF spending to
$14.5 billion would leave more than enough funding to cover the needs of the TANF population.
The reallocated $2 billion would then be split among the states to cover the costs of instituting a
new work activation requirement in the food stamp program.

7. Require drug testing as a condition of food stamp aid.

Means-tested welfare assistance should not be a one-way handout or an open-ended entitlement.
Aid should be given on the basis of reciprocal obligation. Taxpayers should provide support to
those in need, and recipients in return should engage in responsible and constructive behavior as
a condition of receiving aid. Requiring welfare recipients to stop using illegal drugs is a core
element of reciprocal obligation.

Welfare recipients are roughly twice as likely as the general public to use illegal drugs. Studies
show that 21 percent of mothers receiving welfare reported using illegal drugs in the prior
year.[28] Similarly, one-tenth of food stamp recipients report having used illegal drugs in the
prior month, although the actual rate is probably far higher.[29] Self-reporting of illegal drug use
almost certainly results in an undercount of actual use. The real rates of illegal drug use among
welfare recipients may be five times higher than the self-reported rate.[30]

As welfare spending approaches $1 trillion per year, taxpayers have a right to know that their
funds are being used frugally. Those who pay for the welfare state can properly insist that their
aid go to those who are truly in need and not be wasted on frivolous or self-destructive activities,
such as illegal drug use. In the case of food stamps, taxpayers should not be required to pay for
food for individuals who waste their own money on illegal drugs.

Evidence shows that drug testing has the potential to significantly reduce unnecessary welfare
spending and misuse of funds. For example, Florida’s policy of drug testing TANF applicants
appears to have reduced new welfare enrollments by as much as 50 percent.[31] Potential
applicants using illegal drugs simply chose not to enter the welfare system. Under the Florida
policy, drug users could enroll in welfare in the future, but they would first need to stop using
illegal drugs. The choice was theirs. During the time it was in operation, the Florida drug testing
requirement produced $30.64 in reduced welfare costs for every dollar spent on its operation.[32]

The food stamp and TANF populations overlap to a considerable degree. In addition, the food
stamp program includes ABAWDs, a population not in TANF. This group, which includes many
single males, is likely to have high levels of drug use. Therefore, a drug testing requirement for
food stamps would, like the Florida TANF reform, be likely to reduce caseloads significantly.
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Finally, all welfare programs, including food stamps, should be designed to promote self-
sufficiency among able-bodied adults and to discourage long-term dependence. Scientific
evaluation of the Florida TANF drug testing requirement showed that earnings among welfare
recipients who used illegal drugs were 30 percent lower than earnings among those who did not.
Similarly, national data show that illegal drug use is twice as frequent among the unemployed
compared to the fully employed.[33]

Simply put, there is an overwhelming positive correlation between illegal drug use and lower
levels of employment. Of course, it is possible that unemployment causes increased drug use:
Unemployed persons could be depressed and therefore more likely to use drugs. In reality,
however, causation is likely to run more heavily in the opposite direction, with illegal drug use
leading to lower levels of employment. This would occur because users of illegal drugs often
have attitudes, capacities, and habits that make them less likely to seek, obtain, and maintain
high levels of employment.

Because illegal drug use is linked to lower levels of work, any serious effort to promote
employment and self-sufficiency should include steps to discourage illegal drug use within the
welfare population. A well-designed drug testing program would be an important tool in any
effective welfare-to-work strategy.

Following the Model of Welfare Reform

These reforms roughly follow the model of the welfare reform of the mid-1990s. In 1996,
Congress passed the Personal Responsibility and Work Opportunity Act (PRWORA), which
replaced AFDC with TANF. One immediate result was plummeting caseloads. In the post—
World War 1l period, the AFDC caseload had never experienced a significant decline, but after
passage of welfare reform, the AFDC/TANF caseload dropped dramatically from 4.3 million
families in 1996 to 2.2 million in 2000.[34] The caseload remains at a low level today.

As the caseload fell, employment of single mothers surged and child poverty dropped at an
unprecedented rate. For example, before reform, the poverty rates of black children and children
of single mothers had remained stubbornly frozen for 25 years, but after reform, both dropped
quickly. The black child poverty rate fell from 41.5 percent in 1995 to 30 percent in 2001, and
the poverty rate of children of single mothers dropped from 50.3 percent to 39.8 percent in the
same years.[35]

The reform was successful in simultaneously reducing both dependence and poverty. The
poverty rate for both groups has risen sharply during the current recession but remains below the
pre-reform rates for recessionary periods.

The welfare reform of 1996 was based on three principles:

1. The uncapped funding entitlement of the AFDC program was ended, and state
governments were given a fixed sum of money in future years.
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2. The open-ended legal entitlement of recipients to cash payments based on fixed eligibility
formulae was ended. Policymakers recognized that uncapped welfare entitlements tend to
grow at a rapid and unsustainable pace.

3. States were required to implement work activation programs for able-bodied TANF
recipients.

These same principles should be used in reforming the food stamp program.

Block Grants Versus Work Activation. The TANF program, created by welfare reform, is
often called a “block grant,” but that term is ambiguous and poorly understood. To block grant a
program sometimes means (1) to eliminate an automatic legal entitlement to benefits for certain
categories of persons and (2) to replace an uncapped entitlement spending mechanism with
funding that is set at a fixed level and subject to budgetary controls.

However, “block grant” is also used in a second, much broader sense to mean a program in
which fixed funds are collected at the federal level and turned over to state governments to spend
with few or no requirements. TANF was never a block grant in this latter sense; indeed, one of
its defining features was that, for the first time, it imposed significant work-based performance
standards on the states. Rather than a block grant, TANF could more accurately be called a
“work activation” grant.

Block grants in the second, broader sense are often viewed as vehicles of “federalism.” In reality,
such block grants represent pseudo-federalism. Under pseudo-federalism, revenue is collected at
the federal level and then turned over to state governments to be spent as the states choose. But
collecting revenue at one level of government to be spent at another level of government is a
recipe for inefficiency and non-accountability.

Pseudo-federalism is particularly inappropriate within the current means-tested welfare system in
which the federal government provides more than three-quarters of the total funding. Real
federalism, or turning welfare back to the states, would require states to pay for their own
welfare programs with state revenues—something that no state is eager to do.

Didn’t Conservative President Ronald Reagan Champion Block Grants? It is true that
during his first term in office, Ronald Reagan consolidated some 77 small separate government
programs into nine block grants. Replacing myriad tiny categorical programs with larger, broader
programs did give states greater flexibility. In some cases, uncapped entitlement spending was
replaced by fixed funding, which slowed the growth of welfare spending somewhat.

But none of Reagan’s new block grant programs—uwhich included the Community Development
Block Grant, Community Services Block Grant, and Low Income Energy Assistance Program—
was ever a source of policy innovation. Clearly, no one could ever accuse these programs of
revolutionizing the welfare state.

In reality, Reagan’s vision in welfare went well beyond simple block grants. Reagan’s primary
focus in welfare was to require able-bodied recipients to work, not to give states unlimited



flexibility in spending federal revenue. It was Reagan’s emphasis on work that prompted the
subsequent welfare reform revolution.

Conclusion

The U.S has spent $19.8 trillion on means-tested welfare since President Lyndon B. Johnson
launched the War on Poverty in the 1960s. Spending on food stamps alone has totaled $1.2
trillion.[36] As noted, in 2011, government spent $927 billion on means-tested assistance. This
amounts to nearly $9,000 per year for each poor and low-income American.

In the short term, much of this spending props up the living standards of the poor. Not even the
government can spend $9,000 per person without significantly affecting living conditions. But
the original goal of the War on Poverty was not to prop up living standards artificially through an
ever-expanding welfare state. When President Johnson launched the War on Poverty, he declared
that it would strike “at the causes, not just the consequences of poverty.”[37] He added, “Our
aim is not only to relieve the symptom of poverty, but to cure it and, above all, to prevent it.”[38]

In other words, President Johnson was not proposing a massive system of endlessly increasing
welfare benefits doled out to an ever-enlarging population of beneficiaries. His proclaimed goal
was not to create a massive new system of government handouts, but an increase in self-
sufficiency: to create a new generation of Americans capable of supporting themselves out of
poverty without government handouts. LBJ planned to reduce, not increase, welfare dependence.
The goal of the War on Poverty, he stated, would be “making taxpayers out of taxeaters.”[39] He
declared, “We want to give the forgotten fifth of our people opportunity not doles.”’[40]

However, in terms of reducing the causes rather than the consequences of poverty, the War on
Poverty has failed utterly. After $19.8 trillion in spending, the situation is worse, not better. A
significant portion of the population is now less capable of prosperous self-sufficiency than when
the War on Poverty began.

Now President Obama has called for another permanent increase in the welfare state. He plans to
spend $12.7 trillion on means-tested aid over the next decade—roughly $270,000 for each
current poor person in the nation. Much of this spending would be funded by borrowing from
abroad and putting future generations further in debt.

Obama’s plans for a permanent expansion of the welfare state are unsustainable. Future spending
needs to be subject to reasonable limits. When the economy recovers, total means-tested
spending should be returned to pre-recession levels adjusted for inflation. Food stamp spending
should also be returned to pre-recession levels when the recession ends. In addition, when the
economy improves, able-bodied, non-elderly adults receiving food stamps should be required to
work, prepare for work, or at least look for a job as a condition of receiving aid.
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